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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Center  for 
the  Aged  for  the  year  ended  June  30,  1975. 

The  audit  was  conducted  by  Eigeman,  Loucks  and  Glassley,  CPA's  of 
Great  Falls,  under  a  contract  between  the  firm  and  our  office.   The 
comments  and  recommendations  contained  in  this  report  represent  the 
views  of  the  firm  and  not  necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted. 


Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 


SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include  a 
listing  of  all  recommendations  together  with  a  notation  as  to  whether 
the.  agency  concurs  or  does  not  concur  with  each  recommendation.   This 
listing  serves  as  a  means  of  summarizing  the  recommendations  contained 
in  the  report  and  the  audited  agency's  reply  thereto  and  also  as  a 
ready  reference  to  the  supporting  comments. 

Listed  below  are  the  audit  recommendations  contained  in  this  report 
and  an  indication  as  to  whether  or  not  the  Department  of  Institutions 
concurred  with  the  recommendations.   In  some  instances  it  is  not  clear 
to  us  what  the  department's  position  is  with  regard  to  a  particular 
recommendation.   In  those  cases  we  interpreted  the  responses  as  best 
we  could  to  enable  us  to  prepare  this  summary.   The  department's  full 
reply  is  included  in  the  back  of  the  report. 

Page 

Cash 

We  recommend  that  these  funds  be  placed  in  the  custody 
of  the  state  through  the  utilization  of  an  agency 
fund  account.  7 

Agency  Reply;   When  the  Department  receives  the  Attorney 
General's  opinion  on  non-treasury  accounts  a  procedure 
for  handling  the  monies  of  institution  residents  will 
be  formulated.   See  page  21. 

Bank  Reconciliations 

We  recommend  that  the  clerk  be  relieved  of  bank 
reconciliation  duties  and  that  another  employee 
prepare  them.  7 

Agency  Reply;   Concur.   See  page  21. 

Supply  Inventories 

We  recommend  that  all  discrepancies  be  reviewed  by  a 
supervisor  and  employees  responsible  for  supplies  be 
held  accountable.  8 

Agency  Reply;   The  department  partially  concurs.   See  page  22. 

Fixed  Asset  Control 

We  recommend  that  current  procedures  to  control  fixed 
assets  be  abandoned  and  the  following  procedures  be 
established; 

1)   Fixed  assets  should  be  affixed  with  a  permanent 
identification  number. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 


2)  A  perpetual  inventory  record  should  be  maintained 
containing  the  following  information: 

a)  Description  of  the  item  and  identification  number. 

b)  Date  of  purchase. 

c)  Cost. 

d)  Location. 

3)  A  capital  Improvement  fund  or  a  detailed  subsidiary 
record  should  be  maintained  for  all  fixed  assets. 

4)  Annual  physical  inventories  should  be  observed  and 
traced  to  the  perpetual  inventory  records  and  all 
discrepancies  closely  scrutinized. 

Agency  Reply:   The  agency  disagrees  stating:   The  institution 
does  not  know  what  current  procedures  to  control  fixed 
assets  should  be  abandoned,  as  their  procedures  are  basically 
as  the  auditors  recommend.   See  page  22. 


Page 


-11- 


CENTER     FOR     THE    AGED 
JUNE     30,      1975 
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ElGEMAN.   LOUCKS  &  GLASSLEY 

Certified  Public   Accountants 

POST     OFFICE     BOX     2749  GREAT     FALLS.     MONTANA     59403 

HOLIDAY     VILLAGE     -      PHONE     453-2463 

MEMBERS: 
DOUGLAS     F.     ElGEMAN.     CPA  AMERICAN      INSTITUTE      OF 

BRIAN     H.     LDUCKS.     CPA  CERTIFIED     PUBLIC     ACCOUNTANTS 

D.     LAVERN     GLASSLEY.     CPA 


The  Montana  State  Legislative  Audit  Committee; 


We  have  examined  the  balance  sheet  of  funds  of  the 
Center  for  the  Aged  as  of  June  30,  1975  and  the  related 
statements  of  appropriations  and  expenditures,  revenue 
and  income,  changes  in  fund  balances  and  expenditures 
by  program  for  the  year  then  ended.   Our  examination  was 
made  in  accordance  with  generally  accepted  auditing 
standards  and  with  the  audit  requirements  set  forth  in 
the  applicable  guide  issued  for  Revenue  Sharing  grant 
recipients  and  accordingly  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures 
as  we  considered  necessary  in  the  circumstances. 

Control  over  fixed  assets  is  not  adequate  to  allow 
verifications  required  by  generally  accepted  auditing 
standards. 

In  our  opinion,  except  as  noted  in  the  preceding 
paragraph,  the  aforementioned  financial  statements 
present  fairly  the  financial  position  of  all  funds  of  the 
Center  for  the  Aged  at  June  30,  197  5  and  the  results  of 
its  operations  for  the  year  then  ended,  in  conformity  with 
generally  accepted  accounting  principles,  applied  on  a 
consistent  basis. 


Mar^  4,  197b 


CENTER  FOR 

THE  AGED 

BALANCE 

SHEET 

ALL   FUNDS 

JUNE  30, 

1975 

EXHIBIT   A 


General 

Fund 


Federal 
Revenue 
Sharing 


ASSETS 


Cash  in  Treasury 
Encumbered  Appropriations 


18,877.92 
18,877.92 


5,075.40 
5,075.40 


LIABILITIES  AND  FUND  BALANCE 

Accrued  Support  Expenditures 
Fund  Balance 


18,877.92 


18,877.92 


5,075.40 


5,075.40 
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CENTER  FOR  THE  AGED 
STATEMENT  OF  APPROPRIATIONS  AND  EXPENDITURES 
ALL  FUNDS,  FOR  THE  YEAR  ENDED  JUNE  30,   1975 


EXHIBIT  B 


Appropriations   Expenditures 


General  Fund 

Administration 

Personal  Services 

Operating  Expenses 
Care  and  Treatment 

Personal  Services 

Operating  Expenses 

Other 
General  Services  and  Physical 
Plant 

Personal  Services 

Operating  Expenses 

Other 

Total  General  Fund 


33,033.00 
2,981.00 

108,319.00 
15,840.00 


50,833.00 
93,890.00 

750.00 
306,24(3.00 


32,760.68 
2,958.05 

104,284.83 

14,849.22 

b00.19 


47,397.55 

93,870.80 

2,312.53 

299,039.85 


Excess 

Appropriations 

Over 

Expenditures 


866.32 
22.95 

4,034.17 
990.78 
(600.19) 


3,435.45 
19.20 
(1,562.53) 
7,206. 15 


Federal  Revenue  Sharing 
Administration 

Personal  Services 
Care  and  Treatment 

Personal  Services 
General  Services  and  Physical 
Plant 

Personal  Services 

Total  Federal  Revenue 
Sharing 


26,330.00 

26,256.03 

73.97 

65,000.00 

64,995.05 

4.95 

72,835.00 

72,834.97 

.03 

164,165.00 

164,086.05 

78.95 

470,411.00 

463,125.90 

7^285.10 
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CENTER  FOR  THE  AGED 

STATEMENT  OF  REVENUE  AND  INCOME 

ALL  FUNDS,  FOR  THE  YEAR  ENDED  JUNE  30,   1975 

EXHIBIT  C 


General 
Fund 

Insurance  refunds  recorded  as  non  budgeted  income: 

Workmens  Compensation  refund  -  prior  year  adjustment  1,968.06 

Refund  on  boiler  insurance  4.00 

M.P.S.  refunds  20.00 

1,992.06 
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CENTER  FOR  THE  AGED 

STATEMENT  OF  CHANGES  IN  FUND  BALANCES 

ALL  FUNDS,  FOR  THE  YEAR  ENDED  JUNE  30,   1975 


EXHIBIT  D 


Balance,  July  1,  1974 
Additions: 

Appropriations  -  Exhibit  B 
Revenue  and  Income  -  Exhibit  C 
Subtotal  -  Additions 

Deductions: 

Expenditures  -  Exhibit  B 

Revenue  Deposited  to  State  General  Fund 

Reversions 

Subtotal  -  Deductions 

Balance,  June  30,  1975 


General 
Fund 


306,246.00 

1,992.06 

308,238.06 


302,516.98 
1,992.06 
3,729.02 

308,238.06 

-Q- 


Federal 
Revenue 
Sharing 

■Q- 

164, 165.00 

164, 165.00 

160,608.92 

3,556.08 
164,165.00 
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CENTER  FOR  THE  AGED 

COMMENTS  AND  RECOMMENDATIONS 

JUNE  30,   1975 

General    The  Center-  for  the  Aged  at  Lewistown  is  administered  within  the 
Department  of  Institutions.   The  primary  function  of  the  institution  is 
to  provide  facilities  for  the  care  and  treatment  of  senile  aged  persons 
referred  by  the  state  institution  at  Warm  Springs.   Present  facilities 
can  care  for  I46  patients,  but  additional  wings  are  under  construction 
to  increase  capacity  to  200  patients.   On  June  30,  1975  145  patients 
were  being  cared  for  by  a  staff  of  forty-six  employees. 

Cost  Per  Patient  Day    A  comparative  analysis  of  cost  per  patient  day 
was  made.   All  costs  except  capital  outlay  items  were  included.   The 
following  is  the  results  of  the  analysis: 

Total  Costs  for     Cost  per  Patient  Day   Percent  of 
The  Year  Ended       For  the  Year  Ended   Increase  per 


Program 

6-30-75 

6-30-74 

0-30-75 

0-30-74 

Pa 

tient  Day 

Administrative 

61,980.76 

55,481.43 

1.17 

1.06 

10.4 

Care  and 

Treatment 

184,729.29 

149.794.79 

3.49 

2.86 

22.0 

General  Services 

and 

Physical  Plant 

211,415.85 

158,016.01 

3.99 

3.02 

32.1 

458,125.90 

303,292.23 

8.65 

6.94 

24.6 

Patient  Days 

52,977 

52,370 

Cash    Banking  transactions  at  the  institution  are  limited  to 
responsibility  over  patient  bank  accounts.   Three  bank  accounts  are 
utilized;  checking,  savings,  and  burial  fund.   Although  detailed  records 
are  maintained,  these  records  do  not  appear  nor  are  they  controlled  in 
the  statewide  budget  and  accounting  system.   We  recommend  that  these  funds 
be  placed  in  the  custody  of  the  state  through  the  utilization  of  an  agency 
fund  account.   By  doing  this  the  funds  would  be  available  to  the  Board  of 
Investments.   We  feel  a  higher  yield  would  be  available  to  the  patients  by 
use  of  the  Board  of  Investments.   Balances  of  these  accounts  at  June  30, 
1975  were: 

Petty  Cash  200.00 

Checking  Accounts  24,333.69 

Savings  Accounts  96, 930. 60 

121,464. 29 

Bank  Reconciliations    Under  present  procedures  the  clerk  responsible  for 
the  bank  accounts  also  reconciles  the  bank  statement.   We  recommend  that 
the  clerk  be  relieved  of  bank  reconciliation  duties  and  that  another 
employee  prepare  them. 
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CENTER     FOR     THE    AGED 

COMMENTS  AND  RECOMMENDATIONS 

JUNE  30,   1975 

Supply  Inventories    Perpetual  inventory  records  are  maintained  for 
supplies.   As  well,  quarterly  physical  inventories  are  taken.   However, 
shortages  or  other  discrepancies  are  not  analyzed  or  accounted  for. 
We  recommend  that  all  discrepancies  be  reviewed  by  a  supervisor  and 
employees  responsible  for  supplies  be  held  accountable. 

Fixed  Asset  Control    We  recommend  that  current  procedures  to  control 
fixed  assets  be  abandoned  and  the  following  procedures  be  established: 

1)  Fixed  assets  should  be  affixed  with  a  permanent  identification 
number , 

2)  A  perpetual  inventory  record  should  be  maintained  containing 
the  following  information: 

a)  Description  of  the  item  and  identification  number. 

b)  Date  of  purchase. 

c)  Cost. 

d)  Location. 

3)  A  capital  improvement  fund  or  a  detailed  subsidiary  record 
should  be  maintained  for  all  fixed  assets. 

4)  Annual  physical  inventories  should  be  observed  and  traced 
to  the  perpetual  inventory  records  and  all  discrepancies 
closely  scrutinized. 
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AGENCY   RESPONSE 


^tatc  of  ^Mantaxm 

Jepartm^nt  of  (3Instilutbns 


GOVERNOR 

Thomas  I Iudgl 


DIRECTOR 

Robert  H    Mai rsoN 


board  members 

Zella  a    Jacobson    great  fall: 
Eldon  E.  Kuhns.  billings 
Willis  M    McKeon.   Malta 
Robert  J.  Pallo.  kalispell 
John  W.  Strizich    M.D..  helen^ 


^eUtta,  59501 


March   22,    1976 


Legislative  Audit  Committee 

of   the  Montana   State  Legislature 
Office  of   the  Legislative  Auditor 
State  Capitol 
Helena,  Montana        59601 

Gentlemen: 

We  have  reviewed  the  revised  audit  report  prepared  by  Eigeman,  Loucks, 
and  Glassley  on  the  Center  for  the  Aged. 

The  audit  report  contains  useful  suggestions  and  reassures  the  Depart- 
ment of  Institutions  that  effective  management  exists  at  Center  for  the 
Aged. 

The  auditor's  report  analyzes  expenditures  by  expenditure  identification 
and  therefore  reflects  overexpenditure  in  some  categories.   Reconcili- 
ation of  expenditures  indicates  conformity  with  total  appropriations. 
Compliance  with  total  appropriations  and  with  total  SBAS  Management 
regulations  is  reflected  In  the  agency  response. 

Our  response  to  the  recommendations  is  attached. 

Sincerely, 


Robert  H.  Mattson 
Director 


RHMrjn 
Enclosure 
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Auditor's  Report 

The  institution  feels  there  is  adequate  control  over  fixed  assets. 
Records  are  available  to  verify  all  such  assets  at  the  institution. 
Periodic  inventories  have  been  taken,  though  not  annually,  and  perpetual 
records  have  been  maintained.   Thereby  the  institution  and  the  Depart- 
ment have  prepared  a  Statement  of  General  Fixed  Assets  which  is  enclosed 
on  the  following  page. 

Due  to  the  limited  time  available,  a  Statement  of  Changes  in  General 
Fixed  Assets  and  a  Schedule  of  General  Fixed  Assets  by  Function  (or 
location)  is  not  presented,  but  could  be  compiled. 
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CENTER  FOR  THE  AGED 

STATEMENT  OF  GENERAL  FIXED  ASSETS 

JUNE  30,  1975 


General  Fixed  Assets 

Land^ 

Buildings 

Equipment  and  Furniture 

Construction  Work  in  Process 

Vehicles 
Total  General  Fixed  Assets 


$   25,000.00 

837,782.00 

128,070.00 

91,406.00 

9,724.00 

$1,091,982.00 


Investments  in  General 
Fixed  Assets  from: 

State  Funds-^ 

Donations 

Total  Investment  in  General  Fixed  Assets 


$1,057,590.00 

34,392.00 

$1,091,982.00 


1)  In  the  existent  time  frame,  identification  of  costs  for  improve- 
ments other  than  buildings  has  not  been  possible  since  inventory 
records  have  not  been  maintained  for  these  items.  Their  costs  is 
reflected  as  Furniture  and  Equipment  or  Buildings  as  the  records 
are  now  maintained.  Separate  categories  will  henceforth  be  iden- 
tified. 

2)  These  figures  were  verified  by  the  appropriate  state  agencies. 

3)  Prior  lack  of  recordkeeping  as  to  source  makes  it  impossible  to 
separate  these  items  as  to  specific  source.   The  time  required  to 
rebuild  such  costs  from  original  documents  would  be  extremely 
prohibitive.   The  Department  and  the  institution  feel  that  most  of 
these  fixed  assets  were  acquired  with  State  monies.   It  would  be 
possible  to  separate  long-range  building  funds  from  general  funds 
if  time  permitted. 


-12- 


BALANCE  SHEET  -  All  Funds 

Comments:   The  Balance  Sheet  has  been  recast  to  correspond  with  the 
expenditures  from  other  statements.   The  auditors  included  liabilities 
recorded  after  June  30,  1975,  so  they  have  also  been  included  on  this 
Balance  Sheet,  however,  we  have  disclosed  such  transactions  by  footnote. 
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CENTER  FOR  THE  AGED 


BALANCE  SHEET 

ALL  FUNDS 

June  30,  1975 

FEDERAL 

GENERAL 

REVENUE 

AGENCY 

FUND 

SHARING 

FUND 

Assets 


Cash  in  State  Treasury 

Petty  Cash 

Cash  in  Bank^ 

Personal  Accounts^ 
Burial  Savings  Account 

Resources  Available  for 
Payment  of  Fiscal  Year 
1975  Support  Expenditure 

TOTAL  ASSETS 


19.678.05 
$19.678.05 


5.154.32 
$5.154.32 


200.00 

57,120.08 
64,144.21 


$121.464.29 


Liabilities  &  Fund  Balances 

Accrued  Support  Expenditures 
Due  to  Residents 
Fund  Balance^ 


$18,877.92^    $5,075.40^    $ 


800.13 


TOTAL  LIABILITIES  &  FUND  BALANCES    $19.678.05 


78.92 


121,464.29 


$5.154.32     $121,464.29 


Includes  interest  accrued  through  June  30,  1975  on  savings  accounts. 


Personal  Accounts: 


Checking 
Savings 


$24,333.69 
32.786.39 

$57.120.08 


$1,632.11  of  this  amount  was  recorded  after  June  30,  1975. 
Recorded  after  June  30,  1975. 

This  represents  funds  available  for  payment  of  Fiscal  Year  1975  expendi- 
tures.  If  not  used  by  June  30,  1976,  these  amounts  will  revert  back 
to  the  State. 
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Statement  of  Appropriations  and  Expenditures  All  Funds  -  Page  3 

Comments:  The  auditor  has  broken  the  appropriations  down  according  to 
expenditure  identification  thus  showing  expenditures  in  excess  of  appro- 
priations in  four  areas.  The  breakdown  of  appropriations  by  expenditure 
I.D.  on  SBAS  is  purely  a  management  tool  to  monitor  program  budgets  of 
operations.  State  law  gives  authority  to  spend  by  program  and  appropri- 
ation. In  no  case  are  expenditures  allowed  to  exceed  appropriations  and 
in  fact  they  do  not. 

We  feel  Exhibit  B  is  misleading,  thereby  we  have  reconstructed  that 
exhibit  to  correspond  with  authorizations  as  per  State  law.   That  re- 
construction is  on  the  next  page. 

Also  in  verifying  the  expenditure  figures  presented  in  the  audit  with 
the  year-end  SBAS  reports,  the  Department  was  unable  to  reconcile  the 
statement  to  those  reports.   Consequently,  the  reconstruction  of  the 
statement  was  derived  from  the  SBAS  Appropriation  Status  Summary  for 
Fiscal  Year  1974-75  and  the  prior  year  disbursement  report  dated  December 
3,  1975.   Accruals  after  June  30,  1975  were  included  as  it  appeared  the 
auditor  had  done  so.   See  Schedule,  Page  7. 
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CENTER  FOR  THE  AGED 

ALL  FUNDS 

STATEMENT  OF  APPROPRIATION  AND  EXPENDITURES 


Reconstruction  Exhibit  B 


General  Fund 

Administration 
Care  &  Treatment 
General  Services  & 
Physical  Plant 

Total  General  Fund 


Authorized 

$  36,614.00 
124,159.00 

145.473.00 

$306,246.00 


Expenditures 

$  36,449,83 
123,523.04 

145,473.00 

$305,445.87 


Excess  Appropriation 
over 
Expenditures 


$164.17 
635.96 


-0- 


$800.13 


Federal  Revenue  Sharing 

Administration 
Care  &  Treatment 
General  Services  & 
Physical  Plant 

Total  Revenue  Sharing 

TOTAL 


$  26,330.00 

$  26,256.03 

$  73.97 

65,000.00 

64,995.05 

4.95 

72,834.97 

72,834.97 
$164,086.05 

-0- 

$164,164.97 

$  78.92 

$470,410.97 

$469,531.92 

$879.05 

-  6  - 
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Statement  of  Revenue  and  Income  -  All  Funds  -  Page  4 

Comment:   As  noted  by  the  auditor,  the  $1,992.06  of  Insurance  refunds 
was  recorded  as  non-budgeted  income.   This  item  should  have  been  an 
abatement  of  expenditure. 

Statement  of  Changes  in  Fund  Balances  -  Page  5 
Statement  of  Expenditures  by  Program  -  Page  6 
Cost  Per  Patient  Day  -  Page  7 

Comment:   The  limited  time  frame  does  not  permit  an  appropriate  re- 
construction of  the  other  statement  and  the  comparative  analysis  of  cost 
per  patient  day  which  are  affected  by  the  adjusted  expenditure  totals  as 
presented  on  the  foregoing  statements. 
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CENTER  FOR  THE  AGED 

Notes  to  Financial  Statements 

June  30,  1975 

To  provide  information  of  general  interest  to  the  reader  and  to  comply 
with  generally  accepted  accounting  principles,  the  following  note  to  the 
financial  statements  are  submitted. 

(1)   Summary  of  Significant  Accounting  Policies 

The  financial  statements  reflect  the  financial  position  and  oper- 
ations of  Center  for  the  Aged.   The  financial  transactions  for  the 
school  are  recorded  in  different  types  of  funds  of  the  State  of 
Montana.   Center  for  the  Aged  is  a  discrete  entity  and  financial 
data  pertaining  to  the  institution  have  been  combined  into  a  set  of 
financial  statements  in  order  to  provide  an  understanding  of  the 
institution's  operations. 

The  different  funds  included  in  the  financial  statements  and  their 
purposes  are: 

General  Fund  -  To  account  for  all  Center  for  the  Aged  revenues  and 
expenditures  not  included  in  any  of  the  other  funds. 

Federal  Revenue  Sharing  Fund  -  To  account  for  the  Federal  revenue 
sharing  monies  received  from  the  state  as  a  secondary  recipient  and 
account  for  the  expenditures  against  such  funds. 

Agency  Fund  -  To  reflect  cash  held  for  residents  at  Center  for  the 
Aged  and  reflect  the  corresponding  liability. 

The  following  is  a  summary  of  the  more  significant  accounting  policies 
at  the  Center  for  the  Aged: 

Fund  Accounting 

The  accounts  of  the  institution  are  organized  on  the  basis  of 
funds,  each  of  which  is  considered  to  be  a  separate  accounting 
entity.   The  operations  of  each  fund  are  accounted  for  by  providing 
a  separate  set  of  self-balancing  accounts  which  comprise  its  assets, 
liabilities,  reserves,  fund  balance,  revenues  and  expenditures. 

Basis  of  Accounting 

The  modified  accrual  basis  of  accounting,  under  which  expenditures 
are  recorded  when  the  liability  is  incurred  and  revenues  are  re- 
corded when  received  in  cash  unless  susceptible  to  accrual,  i.e. 
measurable  and  available  to  finance  the  institution's  operations, 
or  of  a  material  amount  and  not  received  at  the  normal-time  of 
receipt,  is  followed  for  all  funds. 
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CENTER  FOR  THE  AGED 

Notes  to  Financial  Statements,  Continued 

Encumbrances 

Encumbrance  accounting,  under  which  purchases  orders,  contracts  and 
other  commitments  for  the  expenditure  of  funds  are  recorded  in 
order  to  reserve  that  portion  of  the  applicable  appropriation,  is 
employed  in  all  funds.   The  balance  in  the  reserve  for  encumbrances 
account  at  June  30,  1975  is  included  in  accrued  support  expenditures. 

Appropriations 

Appropriations  in  the  general  fund  and  federal  revenue  sharing  fund 
are  made  by  the  legislature  for  operating  purposes  of  the  Center 
for  the  Aged.   Expenditures  against  these  appropriations  are  funded 
by  the  corresponding  funds  at  the  state  level.   Unexpended  or 
unencumbered  balances  in  these  appropriations  revert  to  the  re- 
spective state  funds. 

Supply  Inventories 

Supply  inventories  are  expensed  at  the  time  of  purchase. 

General  Fixed  Assets 

The  school  has  maintained  a  record  of  its  general  fixed  assets. 
Assets  purchased  are  recorded  as  expenditures  in  the  various  funds 
in  the  year  of  purchase  of  encumbrance. 

Depreciation  is  not  provided  on  general  fixed  assets. 

Vacation  Pay  and  Sick  Pay 

The  value  of  unused  vacation  and  unused  sick  leave  accumulated  by 
employees  is  not  recorded  as  a  liability.   Each  permanent  employee 
can  accumulate  and  carryover  a  maximum  of  two  years  vacation  into  a 
new  calendar  year.   Unused  accumulated  vacation  is  redeemed  in  cash 
upon  termination  of  employment. 

(2)   Retirement  Plan 


The  State  of  Montana's  employees  at  Center  for  the  Aged  are  eligible 
to  enroll  in  a  contributory  retirement  plan,  the  Public  Employee 
Retirement  System.   The  unfunded  past  service  costs  and  the  actuarially 
computed  value  of  vested  benefits  is  not  readily  available  for 
members  of  the  plan  employed  at  Center  for  the  Aged. 

(3)   Accounts  not  on  Statewide  Budgeting  and  Accounting  System 

The  cash  in  the  agency  fund  represents  cash  held  in  trust  for  the 

residents  at  the  Center  for  the  Aged.   This  cash  and  the  corresponding 
liability  are  not  recorded  in  the  statewide  budgeting  and  accounting 
system,  but  the  fund  records  are  kept  by  the  agency  and  the  fund's 
financial  condition  is  reflected  in  the  financial  statements  for 
reporting  purposes. 
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CENTER  FOR  THE  AGED 
COMMENTS  AND  RECOMMENDATIONS 


COST  PER  PATIENT  DAY 

Comment:   See  the  agency's  prior  comment  on  Page  7. 


CASH 


Recommendation  -  Page  7 

We  recommend  that  these  funds  be  placed  in  the  custody  of  the  state 
through  the  utilization  of  an  agency  fund  account. 

Tkz  LzQAj>lative.  Auditor  hca  fLe.queyitzd  an  opinion  {,H.om  thz  Atton.nQ.y 
G^nzAoZ.  OA  to  thz  pfiopzn.  dzpo^htofiij  ^ok.  In^tiZational.  fiuldzYVt!:, ' 
moitleJi.     TkoAQ.  Lb  a  qautlon  MhztheA  thue.  moni(Li>  rwizX.  thz  d(i{^-iYii- 
tlon  oi  StaXz  {^undi    [Szc.    S2A-204,   R.C.M.    1947)   ofi  public  ^undi 
[1972  Co\ii>tU:ation,  knjtidLo,  \llll ,  Station  13)   and  th<i.>tc,{^on.z  MheXheA 
tkzy  may  be.  dtpo^i-tad  in  a  State  iKea^aAij  account.     When  the  Vepant- 
ment  n.eceA.ve^  the  AiXofineij  Gene^aZ'.!)  opinion  on  non-Vie-aj>un.ij  accounts, 
a  pKoceduAe-  ioi  handUUnq  the  monieyb  o{^  institution  n.e^iden,t!>  mitt 
be  fiOnmuZated.     The  Boafid  o{\  Inveitmenti  hai>  advised  the  Vepa/itineitt 
that  they  oAe  not  authofiized  to  invest  individual  fieA>ideYit  iunds. 


BANK  RECONCILIATIONS 


Recommendation  -  Page  7 


We  recommend  that  the  clerk  be  relieved  of  bank  reconciliation  duties 
and  that  another  employee  prepare  them. 

The,  institution  ha,b  initiattd  the  audita i' s  fizcomtmndation  in  ondeA 
to  assuAz  separation  o{^  duties  and  theAe.by  enhance  inteAnaZ  contAol. 


SUPPLY   INVENTORIES 


Recommendation  -  Page   8 

We   recoimnend   that   all  discrepancies  be   reviewed  by  a  supervisor  and 
employees   responsible   for   supplies  be  held   accountable. 

CuAAe.ntly  diiscn.zpancies  aJiz  Kzvieiocd,   usuatly  by  the,  SupeAtntznde.nt. 
He  izeZs  that  any  dijiCXepancteA  ofie.  resolved  to  kii,  satib {^action, 
attliough  no  Mrttten  documentation  is   ^ile.d. 
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It  hcu,  been  dLL^ii-icaLt  to  ^i-X  ^(LSponAib-iLcty  to  any  om  zxnptoyzd  ^ofi 
5u.pp£xe^  due  to  tha  fi^qtuAement  that  (mptoij(iej>  gain  acc2A6  to  locked 
Supply  ajiza^  on  a  24-houA  ba^U,;   ytt  the.  bai>tneJ>-!>  o^tcz  aj>  avoAjtabto.  to 
fizdonA  itdm  only  on  an  S-houA  ba^i^.     Tko,  VepoAtmnyit  and  tho.  imtl- 
tution  iXjilZ  continue  to  con^tdoA  the  pn.oblejn  oi  a^^^txi-ng  fie^pon^lbUJjiy 
and  Viy  to  dev-ide.  a  iwikabte  Supply  fiequAAitlonlng  pn.oce,duAz. 


FIXED  ASSET  CONTROL 


Recommendation  -  Page  8 

We  recommend  that  current  procedures  to  control  fixed  assets  be  aban- 
doned and  the  following  procedures  be  established: 

1)  Fixed  assets  should  be  affixed  with  a  permanent  Identification 
number. 

2)  A  perpetual  Inventory  record  should  be  maintained  containing 
the  following  Information: 

a)  Description  of  the  item  and  identification  number. 

b)  Date  of  purchase. 

c)  Cost. 

d)  Location. 

3)  A  capital  Improvement  fund  or  a  detailed  subsidiary  record 
should  be  maintained  for  all  fixed  assets. 

4)  Annual  physical  Inventories  should  be  observed  and  traced  to 
the  perpetual  inventory  records  and  all  discrepancies  closely 
scrutinized. 

Thz  ■iniititLvtlon  dou  not  know  what  cuAAe.nt  p^oceduAe^  to  contAol 
{,-Lxed  aii^eti  ■should  be.  abandoned,   a6  theJji  pKocedufieJi  axz  ba^tcalZy 
04  the.  auditor  fie.commend. 

Alt  {i-ixed  oA^eX^i)  an.e  a^txe.d  with  peJmane,nt  ide.ntlitcatA.on  numbenA. 
A  peApetual  inve.ntofiy  cojid  containing  a  deAcAiption  0({  the  item  and 
ideivtl(^ication  nwnbeA,   coit,  and  date  o{j  puAchai,e  -ci  maintained  on 
all  (^ixed  a^et^'S.     Because  item6  ajie.  o^ten  moved  oAound  wiXhin  the 
{^aciLity  due  to  the  cuAAcnt  coni,tAuction,  the  fie.co>ided  location  o{, 
iixcd  aisi,zti,  i6  not  updated.     detaiJLed  recordkeeping  o^  {^ixed 
a66eti>  waJU.  be  continued;  annual  physical  inventonleA  wilZ  be 
ob^eAved;  and  all  dii,cAepancieA  will  be  closely  icAutlnized.     The 
Statement  o^  GeneAol  fixed  hM>ejti>  ion.  the  Center  Ion.  the  Aged  ij> 
preAented  on  Page  2  o^  tlvu  reply. 
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